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DEPARTMENT OF LABOR 
STATE OF LOUISIANA 
Baton Rouge, Louisiana 
 
As part of our audit of the State of Louisiana’s financial statements for the year ended June 30, 
2005, we considered the Department of Labor’s internal control over financial reporting and over 
compliance with requirements that could have a direct and material effect on a major federal 
program; we examined evidence supporting certain accounts and balances material to the State 
of Louisiana’s financial statements; and we tested the department’s compliance with laws and 
regulations that could have a direct and material effect on the State of Louisiana’s financial 
statements and major federal programs as required by Government Auditing Standards and U.S. 
Office of Management and Budget Circular A-133.  
 
The Annual Fiscal Reports of the Department of Labor are not audited or reviewed by us, and, 
accordingly, we do not express an opinion on those reports.  The department’s accounts are an 
integral part of the State of Louisiana’s financial statements, upon which the Louisiana 
Legislative Auditor expresses opinions. 
 
In our prior management letter on the Department of Labor for the year ended June 30, 2004, we 
reported findings relating to fraudulent travel reimbursements, inaccurate and incomplete annual 
fiscal report, insufficient monitoring of Workforce Investment Act subrecipients, deficient 
memorandums of understanding, and noncompliance with the department’s cost allocation plan.  
The finding on insufficient monitoring of Workforce Investment Act subrecipients has not been 
resolved and will be addressed in this report.  The remaining findings have been resolved by 
management. 
 
Based on the application of the procedures referred to previously, all significant findings are 
included in this letter for management’s consideration.  The findings included in this 
management letter that are required to be reported by Government Auditing Standards will also 
be included in the State of Louisiana’s Single Audit Report for the year ended June 30, 2005. 
 

Noncompliance With Established Internal Controls 
  Over Time and Attendance 
 
The Department of Labor (DOL) has not fully enforced its established policies and 
procedures to ensure that time and attendance records are certified and approved, that 
leave taken is adequately supported by approved leave slips, and that employee time and 
attendance is entered accurately and adequately supported for the Unemployment 
Insurance Program (UI - CFDA 17.225).  Civil Service Rule 15.2 requires classified 
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employees and their supervisors to certify the number of hours of attendance or absence 
from duty on the time and attendance records.  Furthermore, Office of Management and 
Budget (OMB) Circular A-87, Attachment B, Section 8(h), states that payroll costs 
charged to federal programs are to be documented in accordance with the generally 
accepted practice of the governmental unit and approved by a responsible official of that 
governmental unit.   
 
In our test of 20 employee records, we noted the following instances of noncompliance: 
 

 Hours entered in the payroll system did not agree with time sheets for six 
employees (30%).  

 Leave entered in the payroll system did not agree with the time sheets for 
three employees (15%), one of whom was the timekeeper. 

 Three time sheets (15%) were not approved by the employees’ 
supervisors. 

 Supporting documentation for time entered in the payroll system was not 
kept by the timekeeper for four employees (20%). 

Failure to ensure that documentation supporting payroll costs is adequate subjects the 
department to noncompliance with federal regulations and may result in federal 
questioned or disallowed costs.  In addition, DOL has not complied with state regulations 
for maintaining adequate support for time and attendance, and errors and/or fraud could 
occur and not be detected timely.   
 
DOL management should enforce and monitor its established procedures to ensure 
compliance with the requirements of OMB Circular A-87 and with civil service rules and 
regulations.  Management concurred with the finding and recommendation and outlined a 
corrective action plan (see Appendix A, page 1). 
 
Unlocated Movable Property 
 
DOL identified unlocated movable property items totaling $670,760 as a result of 
physical inventory procedures, and the department has not maintained accurate records of 
property items’ locations.  In its certifications of property inventory, which were 
submitted to the Louisiana Property Assistance Agency (LPAA) from March 4, 2005, 
through June 10, 2005, the department reported that it administers $15,270,565 in total 
movable property.   
 
Louisiana Revised Statute 39:325 requires entities to conduct an annual property 
inventory of movable property and report any unlocated movable property to LPAA.   
Louisiana Administrative Code 34.VII.313 states, in part, that efforts must be made to 
locate all movable property for which there are no explanations available for their 
disappearance.  In addition, good internal control dictates that assets be properly 
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monitored to safeguard against loss or theft and that thorough periodic physical counts of 
property inventory be conducted. 
 
Of the amount reported as unlocated, items totaling $50,361 were removed from the 
property records because they had not been located for three consecutive years.  Also, the 
amount of unlocated computers and computer-related equipment totaled $580,740 or 
86.6% of the unlocated property reported.  Furthermore, our test of 25 property items 
disclosed that nine of the items were not in their locations as indicated in the property 
records. 
 
Failure to establish adequate controls over movable property increases the risk of loss 
arising from unauthorized use of property and subjects the department to noncompliance 
with state laws and regulations.  Because of the nature of the services provided by the 
department, the risk exists that sensitive information could be improperly recovered from 
the missing computers and/or computer-related equipment. 
 
DOL management should strengthen its procedures for conducting the physical inventory 
of movable property and devote additional efforts to locating movable property reported 
as unlocated in previous years.  Management concurred with the finding and 
recommendation and outlined a corrective action plan (see Appendix A, page 2). 

 
Inadequate Subrecipient Monitoring 
  for Workforce Investment Act Cluster 
 
For the second consecutive year, DOL did not adequately monitor subrecipients of the 
Workforce Investment Act (WIA) Cluster (CFDA 17.258, 17.259, and 17.260) for 
compliance with federal laws and regulations.  The Code of Federal Regulations, 20 CFR 
667.410(b)(2), requires that the department’s monitoring system provide for annual onsite 
reviews of subrecipients’ compliance with the department’s uniform administrative 
requirements and include reviews of the subrecipients’ fiscal and administrative 
functions. 
 
DOL has developed a subrecipient monitoring guide and requires that it be used by staff 
performing the reviews.  In addition, the guide requires supervisory review of the review 
working papers upon their completion.  As a part of the monitoring process, the 
department’s monitors are instructed to compare subrecipients’ expenditure reports to 
their accounting records.  An expenditure report is a subrecipient’s certification of the 
monthly expenditures for a particular federal program by grant year and supports the 
amounts reimbursed to the subrecipient. 
 
Our test of the working papers for eight of the department’s reviews of subrecipients 
disclosed the following: 
 

 Seven reviews (88%) did not include documentation indicating that the 
department had tested all of the applicable compliance requirements. 
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 Six reviews (75%) did not indicate that the reviewers used the WIA 
subrecipient expenditure reports, which are submitted to the department, 
for the tests. 

 Six reviews (75%) did not include a reconciliation of the WIA 
subrecipient expenditure reports to the subrecipients’ accounting records 
for the review period. 

 Four reviews (50%) did not include documentation that the reviews 
considered the size of the awards, the complexity of compliance 
requirements, internal control, or the scope and results of audits conducted 
in accordance with OMB Circular A-133 as risk factors in developing the 
monitoring procedures. 

Management has not ensured that its staff are adequately performing and documenting 
subrecipient reviews.  Failure to adequately monitor subrecipients and document 
subrecipient reviews increases the risk of noncompliance with federal laws and 
regulations applicable to the WIA Cluster programs and increases the risk that funds may 
not be expended in accordance with program requirements. 
 
DOL management should ensure that all reviews of subrecipients are complete and 
adequately documented to ensure its compliance with the WIA Cluster requirements.  
Management concurred in part with the finding and recommendation and outlined a 
corrective action plan (see Appendix A, pages 3-4). 
 
Inadequate Subrecipient Monitoring for the  
  Temporary Assistance for Needy Families Program 
 
DOL has not performed adequate monitoring reviews of its subrecipients of the STEP 
Program, a sub-program of the Temporary Assistance for Needy Families Program 
(TANF - CFDA 93.558).  In accordance with OMB Circular A-133 and the memorandum 
of understanding (MOU) between DOL and the Department of Social Services (DSS), 
DOL is required to conduct an annual onsite review of its subrecipients that carry out the 
STEP Program activities.  These reviews should include all applicable OMB Circular A-
133 compliance requirements and all program and administrative requirements of the 
MOU. 
 
However, the department’s STEP Program subrecipient monitoring procedures do not 
include tests to ensure that: 
 

 Subrecipient activities, including specific TANF requirements outlined in 
the MOU, are allowed as required by OMB Circular A-133 and the MOU. 

 Subrecipient cash management is tested to ensure that funds are not drawn 
prior to services being delivered or expenditures being incurred as 
required by OMB Circular A-133 and the MOU. 
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 MOU job readiness requirements concerning participant performance, the 
core curriculum, physical resources, staffing, and workshop room size 
criteria are met. 

Failure to adequately monitor STEP subrecipients results in the department’s 
noncompliance with federal regulations and with the MOU and increases the risk that 
funds may not be expended in accordance with program requirements. 

 
DOL management should establish subrecipient monitoring procedures for the STEP 
Program that include all applicable requirements of OMB Circular A-133 and the MOU 
between DOL and DSS. Management concurred in part with the finding and 
recommendation and outlined a corrective action plan (see Appendix A, page 5). 
 
Noncompliance With Cash Management Improvement Act 
 
DOL recertified the check clearance pattern for the Unemployment Insurance Program 
(UI - CFDA 17.225) without testing and verifying the accuracy of the pattern, which is 
required under the Cash Management Improvement Act (CMIA).  The Code of Federal 
Regulations, 31 CFR 205.22(b), requires that an authorized state official must certify that 
a clearance pattern corresponds to the clearance activity for a specific federal program 
and the official must recertify the accuracy of a clearance pattern every five years.  The 
requirements of 31 CFR 205.22 have been incorporated into the Treasury State 
Agreement (TSA) between the U.S. Department of the Treasury and the State of 
Louisiana, to include the UI Program. 
 
During our tests of the CMIA, we determined that under the TSA, the state is required to 
recertify the clearance pattern for the UI Program effective for the fiscal year ended June 
30, 2005.  However, our tests disclosed that the department recertified its UI clearance 
pattern to the Division of Administration, who is responsible for ensuring the state’s 
compliance with the TSA, without retesting the pattern as required in the CFR and TSA.  
After we brought the matter to DOL’s attention, management retested the clearance 
pattern.  Management’s tests, conducted subsequent to the fiscal year-end, indicated that 
the UI clearance pattern had changed, increasing the number of days over which checks 
clear.   
 
Failure to retest the UI clearance pattern before recertification results in noncompliance 
with federal regulations and the TSA and subjects the state to potential interest charges 
for funds drawn using an inaccurate clearance pattern.   
 
DOL management should establish controls to ensure that the UI clearance pattern is 
tested and recertified as required by 31 CFR 205.22 and the TSA.  Management should 
contact the Division of Administration to calculate any interest charges due as a result of 
DOL’s failure to retest the UI clearance pattern and its subsequent use of an inaccurate 
clearance pattern.  Management concurred with the finding and recommendation and is 
waiting on the Division of Administration’s approval of its new clearance pattern (see 
Appendix A, page 6). 
 



DEPARTMENT OF LABOR___________________________________________  

 
- 6 - 

The recommendations in this letter represent, in our judgment, those most likely to bring about 
beneficial improvements to the operations of the department.  The nature of the 
recommendations, their implementation costs, and their potential impact on the operations of the 
department should be considered in reaching decisions on courses of action.  The findings 
relating to the department’s compliance with applicable laws and regulations should be 
addressed immediately by management. 
 
This letter is intended solely for the information and use of the department and its management 
and is not intended to be, and should not be, used by anyone other than these specified parties. 
Under Louisiana Revised Statute 24:513, this letter is a public document, and it has been 
distributed to appropriate public officials. 
 

Respectfully submitted, 
 
 
 
Steve J. Theriot, CPA 
Legislative Auditor 
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